wENT Op 


a 
% 


> 
2 
¥ 


iy 
e e 
> | * 3 
U.S. Department of Housing and Urban Development % | , é 
Washington, D.C. 20410 (202): 755-5499 


Pan90 oe 


September 20, 1976 Vol. 7 No. 38 
Current Trends 


A dropoff in market interest rates paid by other savings institutions resulted in the 
highest savings flow of any July in history into the Nation’s S&Ls...according to the 
Federal Home Loan Bank Board. The net increase for the month was $3.3 billion. . . more 
than double the $1.35 billion figure for June 1976... and the highest total since the record 
for any month. . . $3.7 billion. .. occurred in January 1976. The Board also reported that 
mortgage lending by the S&Ls was very strong during July. 


The F.W. Dodge Division of McGraw-Hill announced that construction contracts in 
July dropped slightly from June... but the level was 9 percent above July 1975. Residential 
construction. .. particularly multifamily contracts...showed a substantital rise during the 
month. ..35 percent above last year. Of the $9.8 billion in new construction contracts for 
July. .. $4.15 billion covered residential construction. Nonresidential construction for July 
totaled $3.03 billion. ..1 percent less than July 1975...with commercial, store, and office 
buildings going up...and institutional declining. Nonbuilding activity. ..electric power, 
sewer, water, and highways...dropped 8 percent below July 1975 for a total of $2.59 
billion. 


Following the same trend as new construction contract awards. . . actual construction 
spending in July declined slightly. .. according to the Commerce Department. Outlays for 
construction in July dropped to a $141, 5 billion annual rate... from June’s $143.7 billion 
rate. The average rate for the quarter ending in July was $141.8 billion. .. compared to the 
$141.9 billion average for the first quarter of 1976. The outlays in July were up 6.3 percent 
from July 1975...with private spending 14.1 percent higher. ..and public outlays 11 
percent lower than a year earlier. 


* 


HUD Exhibit Closes 


On September 7... the HUD Exhibit at the Bicentennial Exposition on Science and 
Technology at the Kennedy Space Center in Florida closed. It had been in operation since 
May 30...and was one of the dozens of displays and exhibits sponsored by U. S. 
Government Agencies and leading industrial firms. . . showing the role science and technology 
are playing in improving the quality of life in America. 


More than a half-million persons viewed the HUD Exhibit during the more than 3 
months it was open... with the greatest number attending in the weekends just before the 
closing date. 


According to NASA... which had overall supervision of the Exposition. .. the HUD 
Exhibit was among the most popular of those at the Exposition. It featured a mechanical 
bilingual talking ‘““Mr. HUD” and several houses that talked. 


* 
FYI 


POSITIVE FUTURES, Inc... . in cooperation with HUD... A National Conference on 
Local Capacity-Building. ..Theme: Getting Back to Basics. ..Washington, D.C., September 
26-29. Details: Yvonne R. Mayo, POSITIVE FUTURES, Inc., 1522 K St., N.W., Suite 910, 
Washington, D.C. 20005. 





Local Governments Received $82 Billion. . . Spent $79 Billion in 1973-74 


General revenue collected by local governments in 74 major metropolitan areas of the 
United States totaled nearly $82 billion while expenditures reached an all-time high of $79 
billion. . . according to a Census Bureau report. 


Outstanding debt of local governments in the 74 selected Standard Metropolitan 
Statistical Areas (SMSA’s) amounted to $92.7 billion at the end of 1973-74 fiscal year. . . or 
$817 per capita. About 18 percent of the 1973-74 obligations were long-term debt incurred 
for locally operated utilities (water supply, transit, electric power, and gas supply systems) 
and about 12 percent consisted of interest-bearing short-term obligations. 


Local governments in the 74 SMSA’s accounted for over three-fifths of all local 
government finances in the United States. Approximately 113 million persons. ..some 54 
percent of the U.S. population. . . resided within these areas in 1973-74. 


There are more than 14,000 local governments in the 74 areas... or 18.5 percent of 
all local governments in the United States... ranging from four in the Honolulu SMSA to 
1,172 in the Chicago SMSA. 


In 1973-74, about 61 percent of all general revenue of local governments in the 74 
areas was derived from locally imposed taxes, charges, and miscellaneous nontax local 
sources, with payments from States and the Federal Government accounting for the other 39 
percent. 


Of all direct general expenditure, 15 percent was for capital outlay. The remaining 85 
percent was principally for current operation but also included interest on general debt. 


Education accounted for 41 percent of all direct general expenditure in the 74 
SMSA’s in fiscal 1973-74. The remainder was spent as follows: Public welfare, 9.6 percent; 
health and hospitals, 7.0 percent: police protection, 5.6 percent; highways, 4.5 percent; 
interest on general debt, 4.2 percent; sewerage, 3.5 percent; parks and recreation, 2.8 
percent; fire protection, 2.7 percent; general control, 2.5 percent; sanitation other than 
sewerage, 1.7 percent; financial administration, |.2 percent; and such services as airports, 
correction, general public buildings, housing and urban renewal, libraries, natural resources, 
parking facilities, and water transport and terminals, 13.7 percent. 


Copies of the report, Local Government Finances in Selected Metropolitan Areas and 
Large Counties: 1973-74, GF74, No. 6, are available for $2.55 from the Subscriber Services 
Section (Publications), Bureau of the Census, Washington, D.C. 20233. 


* 
New Publications 


Buying Lots from Developers. ..a publication describing HUD’s Office of Interstate 
Land Sales Registration, which seeks full disclosure of facts consumers need to make prudent 
decisions when they buy land through interstate land sales. But it’s up to the consumer to 
determine whether or not the property is a good buy and whether or not the seller keeps his 
promises. A prudent buyer seeks facts before he spends money. It is especially necessary to 
be well informed when shopping for land for a recreation/vacation or retirement retreat. The 
sale of land by interstate real estate operators is now an estimated $4 billion business. There 
are honest, reliable developers and happy, satisfied lot purchasers. The reverse, unfortunately, 
is also true. 


The publication is for sale by the Superintendent of Documents, Washington, D.C. 
20402, for 45 cents. Stock No. 2300-00248. 


1975 Annual Report of the Federal National Mortgage Association. .. combined 
together with FNMA’s Bicentennial Salute to America’s families. .. Housing’s Family Album, 
1776-1976. Available free from FNMA, 1133 15th St., N.W., Washington, D.C. 20005. 





Development Sales Halted 


The developer of the Valley of the Sun, a subdivision 90 miles southwest of Denver 
has been charged by HUD’s Office of Interstate Land Sales Registration (OILSR) with giving 
misleading information to the public in its property report describing the land for sale. Sales 
at the subdivision were stopped after the developer... 7-R Development Corporation 
... failed to respond to OJLSR’s allegations. 


OILSR’s original notice to the developer alleged that a number of items were not 
revealed in the property reports that must be given to prospective buyers. They include: 


@ A lack of information as to when telephone lines will be completed, and the cost 
involved, if any. 


e Failure to mention an increase in the cost of the septic tanks to $2,100. 


@ Failure to give notice that septic tanks installation may require additional special 
equipment. 


When the developer did not request hearings... OJLSR issued the suspension order. 
Sales at Valley of the Sun cannot be resumed until the developer corrects the records on file 
at HUD, including an updated property report. 


In another similar order. .. land sales were stopped at Buffalo Hills in Noble County, 
Ohio, in the Lake Seneca recreational area 100 miles east of Columbus. 


The suspension stops further sales by Condo-Mobile, Inc., developers of Buffalo Hills, 
from selling lots not registered with OJLSR. In addition...OJLSR found that property 
reports going to prospective buyers of lots included untrue statements and omitted facts 
about existing conditions at the subdivision. For example...they did not report that the 
swimming pool, bathhouses, and rest rooms were not completed as promised, and they did 
not furnish a future completion date. 


When the developer failed to respond to these charges... OJLSR suspended sales at 
the subdivision. 

Sales at Buffalo Hills can be resumed only after Condo-Mobile brings its files at HUD 
up to date, correcting all deficiencies, and rewriting its property reports to show conditions 
at the subdivision as they are today. 


* 
Variable Rate Mortgages Gain Popularity 


According to the New York Times... more banks are offering Variable Rate 
Mortgages than ever before. And it is becoming more prevalent in the eastern part of the 
country... although VR first emerged as a major phenomenon in California. The Eastern 
banks have adopted the acronym ‘FRELP’ for ‘Flexible Real Estate Loan Plan’ as more and 
more home buyers are showing a desire to finance their home purchases under this relatively 
recent plan. 


Under ‘FRELP’. . . the interest rate is permitted to rise or fall periodically. . . typically 
every 6 months...in accordance with an index of money market rates. And it is in New 
England, particularly... that this new wrinkle seems to be making the most headway. 
Because of the usury laws in New York and New Jersey. ..which limit the interest rate 
ceiling to 8% percent in New York and in New Jersey to 9% percent... the plan has not yet 
taken hold. 

While the specific terms and opinions vary from bank-to-bank...the essential 
provisions of the VR mortgage give the purchaser an initial advantage. . . normally % percent 
below the prevailing rate... and usually guaranteeing this rate for a minimum of 6 months. 
The plan is most attractive to purchasers who plan to own their home only a few years 
before they sell it. Under the VR...it should be easier to sell the property...as a new 
purchaser would find the lender more willing to transfer the loan if the rate was adjustable 
to current money market conditions. On the other hand... people on fixed incomes. . . or 
those intending to stay in their homes for the life of the mortgage... tend to choose the 
conventional fixed-rate or ‘firm’ plan of home financing. 





New Town Study Begins 


A contract has been awarded by HUD to help document the experience of the 
Federal New Communities Program to Booz-Allen and Hamilton. The Washington-based 


management consulting firm was chosen from among 10 applicants to conduct the $245,000 
study. 


The firm will analyze the legislative, administrative, financial, and socio-economic 
factors that may have affected the Federal New Town program since 1968. 


James F. Dausch...HUD New Communities Administrator. ..said the study will 
compare the experience of federally assisted new town development with that of non- 
federally assisted new communities such as Columbia, Md.; Reston, Va. and Irvine, Calif. 


HUD will use the Booz-Allen study to develop a new communities “white paper” for 
the Board of Directors of the Department's New Community Development Corporation. The 


“white paper,” in turn, will be used by the Board in recommending new policy, program and 
legislative directions. 


“There is a great deal that can be learned about community development from the 
new community experience to date,” said Mr. Dausch. ‘“‘We want to see whether these lessons 
can help us create more livable central cities, suburbs, and rural communities.” 


Since 1970...HUD has guaranteed $294 million of debentures for 13 new towns 
under Jitle VII of the 1968 Housing Act and Title VII of the 1970 New Communities Act. 
The 13 are Jonathan and Cedar-Riverside, Minn.; St. Charles, Md.; The Woodlands and 
Flower Mound, Texas: Shenandoah, Ga.; Haribson, S.C.; Maumelle, Ariz.; Soul City*N.C.; 
Newfields, Ohio; Gananda and Riverton, N.Y.; and Park Forest South, II. 


In addition... HUD has issued an offer of commitment to guarantee $18 million in 
debentures for San Antonio Ranch, in Texas, and has issued certificates of eligibility for 


assistance to two projects operated by the New York State Urban Development Corporation 
. Radisson and Roosevelt Island. 
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